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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 

x 

DEER CONSUMER PRODUCTS, INC., 

Plaintiff, 

Index No. 650823/2011 

- against - 

ALFRED LITTLE, JOHN DOE #1-10, AND AFFIRMATION OF ROBERT KNUTS 

SEEKING ALPHA, LTD., 

Defendants. 
x 

ROBERT KNUTS, ESQ., an attorney duly admitted to practice before the Courts of the 
State of New York, hereby affirms, upon information and belief and under penalty of perjury, as 
follows: 

1. I am a partner in the law firm of Park & Jensen LLP, co-counsel for plaintiff Deer 
Consumer Products, Inc. ("Deer") in this action. I make this affirmation based on personal 
knowledge and the review of documents described herein and annexed as exhibits. This 
affirmation is submitted in opposition to the motion of defendant Alfred Little ("Defendant 
Little") to dismiss the complaint for lack of personal jurisdiction. 

2. Deer filed this action on March 28, 201 1 to recover damages for defamatory 
statements made in a series of online "reports" authored by Defendant Little. These reports 
include a March 9, 201 1 report (annexed as Exhibit 1), a March 14, 201 1 report (annexed as 
Exhibit 2), and a March 18, 201 1 report (annexed as Exhibit 3). 

3. Each of these defamatory reports contains an "About the Author" section in which 
Defendant Little states that "today he lives in New York and Shanghai." See Exhibits 1, 2, and 3. 

4. On or about March 20, 201 1 , Defendant Little maintained a profile on Linkedln, 
an Internet web-site, and that profile contained the following statement: "today he lives in New 



York and Shanghai." A copy of this Linkedln profile is annexed as Exhibit 4. According to 
Linkedln' s homepage, Linkedln is a service that allows professionals to control their 
professional identity online. The Linkedln homepage is annexed as Exhibit 5. 

5. On March 28, 201 1 , in an email to me that I received after Deer filed the 
complaint in this action, Little directly contradicted his previous representations the he resided in 
New York. 

6. In the March 14, 201 1 and March 18, 201 1 reports that are annexed as Exhibits 2 
and 3, Defendant Little stated that he then maintained a "short" position in Deer common stock. 
See Exhibits 2 and 3, stating "I am short DEER." To establish a "short" position in a publicly 
traded stock in the United States, an investor must sell the common stock in question and then 
borrow an equivalent number of shares for their account. According to Deer's website, annexed 
as Exhibit 7, Deer is a NASDAQ Global Select Market listed U.S. company. NASDAQ's 
corporate headquarters are located in New York. See Exhibit 8. 

7. Defendant's website, Alfredlittle.com, allows Little to interact with users by 
responding to email questions and comments, and permitting users to post comments in reply to 
Little's articles as well as submit their own articles for publication. See Exhibit 9. 

For the reasons set forth in the accompanying memorandum of law, it is respectfully 
requested that Defendant Little's motion to dismiss for lack of personal jurisdiction be denied. 
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In the alternative, Defendant Little's the motion should be continued in order to provide plaintiff 
Deer with the opportunity to take jurisdictional discovery, including an EBT, pursuant to CPLR 
3211(d). 

Dated: New York, New York 
October 28, 2011 




Robert Knuts 
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Exhibit 1 



Deer Consumer Products: 
"DEER in the Headlights" 

Alfred Little 
Shanghai, China 
March 9 th , 2011 

Introduction 

In this detailed report, I show through extensive channel checks, industry research, network 
contacts, background checks, distributor and industry expert interviews and PRC government 
filings that Deer Consumer Products Inc., (NASDAQ: DEER), which went public and raised $94 
million with the help of the notorious Benjamin Wey and his New York Global associates, 
conspired to defraud investors by exaggerating it revenue, profit margins, and income on its 
Chinese domestic sales of its low-end kitchen appliance products. Furthermore, DEER 
management misappropriated $11 million in company funds through a questionable recent land 
purchase and also failed to disclose direct competition and other serious conflicts of interest 
arising from certain unconsolidated related parties. I have organized my findings into seven 
sections as set forth below. 

1. The notorious Benjamin Wey and his New York Global associates including his sister 
Sarah Wei maintain substantial ownership and involvement in all of DEER' s financings, 
promotion and RTO 

With the help of the notorious Benjamin Wey and his New York Global Group ("NYGG") 
corporate advisory firm, DEER was formed through a reverse merger (RTO) in September 2008. 
Wey's affiliates received shares and cash for their services, which included introducing DEER to 
Ben Wey's favorite auditor, Goldman Parks Kurland, who he also used on his other RTO 
disasters including Bodisen Biotech (BBCZ, -95% from its high), Agfeed Industries (FEED, - 
90%), Smartheat (HEAT, -78%) and most recently Cleantech (CTEK.PK, already -52% from its 
high and delisted from NASDAQ on March 1, 201 1 for a serious disclosure violation related to a 
December financing). DEER has so far outperformed its peers, still trading around $1 1 per 
share today. In an article from NYGG 5 s Chinese website available (here) , with an English 
translation on page 3, Wey portrayed DEER as a crowning achievement, having advised and 
raised over $94 million in several rounds of financing in just one year for the company since its 
RTO: 

December 11, 2009, New York - Since June 2009 New York Global Group (NYGG), a 
Wall Street investment bank, began acting as the exclusive advisor to Guangdong Deer 
Electric Group (NASD AQ :DEER) . NYGG led DEER to set the record for a Chinese 
company up listing to NASDAQ's main board in 47 working days and then advised on 
DEER's second round financing on the NASDAQ in September, 2009 at a P/E ratio of 
26x, bringing the cumulative amount raised to $18 million. On December 10, 2009, 
NYGG help DEER to complete a third round financing at a P/E ratio of 40x, on a funding 
amount of $76 million. Since it went public in the US under the direction of NYGG, 
DEER has since completed financings amounting to $94 million in one year. 
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Below is a picture from the article showing Wey (2 from left) celebrating on a private jet with 
DEER CEO Ying He (left) and other management after pricing its $75 million offering on 
December 10, 2009. 




20094F12mOBIfe^7600 

Last year when investors spoke to Wey he was quick to brag that he had invested over $30 
million in the company. But after so much bad press recently Wey denies his investment and 
association with DEER. He removed the article and pictures from his Chinese website. He is 
careful to point out that he has no control or beneficial interest in shares held by his sister (Sarah 
Tianyi Wei, holder of 2.2 million shares, 6.3%, worth about $24 million) or Ming Lee, the chief 
representative of NYGG's Beijing office. Sarah Wei is also reportedly a managing director at 
NYGG's Beijing office. Regardless of Wey's claims, there is no doubt NYGG has considerable 
influence over DEER. 

Who is Benjamin Wey and why would DEER hire him as an advisor? 

The New York Post documented Wey's Bodisen disaster (here ). Herb Greenberg explained why 
Wey was kicked out of the NASD (here). A summary of Ben's many misdeeds begins with his 
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earliest and only criminal act, in which he was jailed for violating an emergency restraining order 
issued after he beat up his wife. Wey got bailed out after 10 days in the slammer by a business 
partner, James Hill, who five years later declared bankruptcy after he and Ben lost a $1 .4 million 
lawsuit related to another of Ben's bad deals. The complete summary can be downloaded (here) , 
and is definitely worth checking out. A snapshot of the report follows: 

Benjamin Wey (AKA TIANBENG WEI, AKA BENJAMIN WEI) 

DOS : Supivmbw. 12, 1971 (Age "331 
SSN: -148 |Hi issued in the SUtc of Okldhomd d unrig 1993 

06/23/1937 * Caw? N:: FC-:9?7.-:563 'AON' AS Wli STACIt VS WC DIN. AM U J i U y.TfoZ DISTRICT COURT !*■<! OKLAHOMA COON TV OK 
S'.ant; Ad-l-im Wei fifed 'lx Doirfe&Ut. AhW_' ag* By-Ha-mm V/si (a 1m Tfcibit<3 VVe f ^-:d j "lenporarv protective erder" wjl v. jl-*J 

07/K/1997-Ca a tNo.fD-:957-3S2i;"WC STACU RLfvCA ADAMS VS WQ " ANSING "it* -i-|t£ DISTRICT CO JffT S C<U -DMA CO JNT- OK 
Stjrfy Ad**nt Wei Olvd te; a ditoirs it tin IVnomii tyiri Ijfca dttii*jr»n Wis L jus *o ihu ft? it-fry aetidviw M We kail de mi* -iterated 
iuwardi hk th^wus. iih.i; %s ji lud an "tmerRfrncy fisttraintn* oreer" nil Hwr -a/i Lhfe J*iB. 

10/13/195? -f ils No. Ml-:937-:_71 "Sia'a ei 0< jI V\ T^nii hr Trad in Ti*C DiST^ C~ COU3" Iri OKLAHOMA COUNTY, Q*. 
Tianbhf? W'uf ^kjSynj^rnir rttei, w*a arrestee for "Violj'.iKn ul PryU'.tfva Ofuu; ;? ^i; j! ut*!i;ti witl- Lv-L-ugta aj^te nirn *;!d hfcbakMva* ist 
i*l 5I2CO A Ik- ipii-ictr^ 10 cWs in ; ji! tha ba wai (.jis* tehaB of Mr. Wei j<W<CSHKi IWefi Friend/8us.irt!« partner | C*itC< NO: 
OOi.126i20CO.03i Oal« :C/2-V;99? 

02/18/19** - Cart So. f 0-1927-332 5 5^. * .%c j Wti *w» grunfeif j q ra«> !iwn M;. Wei 

09/06/ 193* -Cart No. CK9S3-3967*'5Mf? N RICHARD £7 At, v. WlI *IANSING, V ijisd ir. TMl DISTft C~ COJ3" N OKLA OM A COUNT* 0<. 
3 hard S t l'i r, lt J la* «. il a* mv ii. Tur i; -tj- ft t» s. • "AjVj NegKip nut - TruV rate was c-kft; in ad ir 10/02/195 3 

O9/0A/193* - Ca*« No O-I9SS-19S0 ■'CL-LVElA.ND BOaiRT £, v wtl 5 IN.' Hies in Tilt STRICT -COURT U OtfLAfiOM A COUNTY. OK. 
$<jbt> k . CI«vt:~Ai'd f iit:J \i iTol! t'jiiTia. Iaw& aft uRjii it 'Be.-iiajnii: sViit' - j n;iil| ivL»ijr«f) p . w*it r^utfti ^.-f i2/l-*'.e , 3S atrJ Uie tau* was &eU es: 

11/16/2006 - Cart So. CJ 20C-8395 "Tiantir^ Naw Hang Cher^Tet:hno(oKV andTraeins Co v. Ram Capital Corpora lion" h\ 7\it D STRICT 
CO JRT U C'XAhCMA CO JrvTV OK, In Iht cart D*r vVtii and £ la lc •!'.-- "Tijiijin Ne* N»iq| Oikii^l^'nm zfr j- ti Tiadin? C& \ whtclt j a Chinii 
tompdrty that h owred bv Wei's iii".er "Wei Tian VT L'jt'J J ot j-i cr>pfid e ii;d a;n^j! I i>*td a 1 lvlt SiC.OM -~T i caw: wat- JliJtjiiit^-v, IU 
ur^iud 3/18/2002 "oj IjcIs u! k 'iLdtHiui 
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DEER hired and continues to retain Wey and NYGG simply because they are in fact getting a 
great deal. In the article above, Wey points out that the $94 million NYGG raised for DEER was 
at multiples of 26x to 40x earnings. Obviously no U.S. investor would ever willingly pay such 
valuations for a blender and juicer maker. But in fact investors most certainly did significantly 
overpay. Wey is very likely telling the truth, since DEER is dramatically overstating its earnings 
as I will show below. 

2. DEER's high margins are impossible 

My survey and conversations with DEER's large, publicly listed and well-known domestic 
competitors let me conclude that DEER is merely one of numerous smaller players in the low 
end of the Chinese small kitchen appliance market. The top brands such as Midea, Jo young, and 
Supor dominate a large chunk of the market share in DEER's product categories such as soymilk 
maker, blender, juicer and rice cookers. Outside the market leaders, the low end of the market is 
fragmented among hundreds of small, weak competitors including DEER. 
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Searching on Alibaba for "juicer " and "blender" under the product category in mainland China 
yields over 4,000 and nearly 6,000 results, coming from a long list of manufacturers who 
compete with DEER. There are no barriers to entry in the low end of the domestic branded 
business, while the barrier to success (i.e. becoming the market leaders) is quite high, requiring 
large amount of capital to build a brand and years of working relationships to build a national 
distribution channel. Failure abounds, with the recent example of BBK (00225 1 .SH), a large 
Chinese player with fair amount of brand recognition that nevertheless exited the small appliance 
market due to difficulty of effectively competing against the top brands in the category (link to 
the story here) . 

Yet somehow, DEER claims it generates higher profit margins than even the market leaders, 
despite DEER's very recent market entrance and very limited brand equity in this intensely 
competitive industry. 





Joyounfc 


Supor 
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Deer 
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DEER boasts an unjustifiable 40%+ gross margin in the domestic business, and reports operating 
margins 46% higher than its strongest competitor, which is over 8x DEER's size. With all of the 
major competitors being much larger publicly traded companies with manufacturing facilities 
and cost structure similar or superior to DEER, I see no validity to DEER's explanation of its 
high margins due to its purportedly lower cost base and greater economy of scale. In fact, I 
suspect DEER's competitors certainly have lower cost structures by having wisely established 
their production bases in the lower cost labor zones of the interior provinces of China, such as 
Anhui, Shandong and Hubei. DEER operates its plant employing 2000 workers in the coastal 
province of Guangdong that has suffered rampant wage inflation pressure. In its 10-K DEER 
further attributes its abnormally high margins to its exceptional "vertically integrated and 
automated manufacturing capabilities". DEER's automation claim is laughable when you review 
the pictures from the BMO Capital Markets' "Field Trip Slide Show" published on February 9th, 
20 1 1 (link here or download here ), which show typical Chinese assembly-line labor-intensive 
manufacturing facilities. A factory manager from a competitor who reviewed the slide show was 
not impressed by DEER's automation claims. 

Joyoung and Supor, by contrast, are very strong brands in China with a lot of retail stores 
indicating them as the top selling small kitchen appliance brands, as shown in the Channel Check 
section below. As a comparison, these two competitors spend massive amounts of money 
advertising their brands to Chinese consumers and placing their own employees or sales reps in 
retail stores to promote their products. Selling & Marketing expenses consume 16% to 17% of 
their revenues. By contrast, DEER in the most recent 10-Q filing states that "Advertising costs 
for the nine months ended September 30, 2010 and 2009, were not significant." Nor did DEER 
place any promotional reps in the 60 Gome and Suning stores surveyed in the Channel Check 
section below. I conclude that it is impossible for DEER's unusually high gross margin and low 
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selling expenses to exist at the same time. DEER's 20%+ operating margins simply must be 
fabricated. 

Another way to tackle this same issue is to evaluate DEER's ROI on its new manufacturing 
facility. With $22 million invested in land, another $20 million estimated for construction and 
equipment, the company believes it will generate $250 million revenue with $50 million EBIT 
(based on 20% operating margin) when the plant reaches full utilization. With a 15% tax rate, 
the after tax profit of $42.5 million can pay back the entire investment within a year alone! This 
kind of ROI isn't just suspicious; it is impossible. If this kind of profitability were true, given the 
lack of any barriers to entry, speculative capital would have long ago flooded the industry and 
further glutted the market with blenders and juicers. None of the explanations of DEER's 
margins add up. 

3. Extensive 10-city, 60-store channel check reveals slow sales, no brand name, and either 
significant channel stuffing or fabricated domestic sales 

As of December 2010, DEER claims its products are available in 730 Suning locations (out of a 
possible 941), and 530 Gome locations (out of a possible 1,170). I engaged an independent 3 rd 
party research group in China to conduct an extensive channel-checking operation, visiting 60 
stores (26 Gome and 34 Suning) in Beijing, Qingdao, Xi'an, Chongqing, Chengdu, Shanghai, 
Xiamen, Zhengzhou, Shenzhen, and Guangzhou. In each location, the investigators were 
instructed to count the number of small kitchen appliance brands, note the prices each brand was 
selling for, and ask the store/department managers and at least two different sales clerks a short 
list of questions about their experience selling products manufactured by DEER and its 
competitors. For purpose of verification, the investigators were also instructed to record the 
name, address, phone # of the stores, as well as the name and cell phone # of the managers they 
spoke to. The entire Channel Check report is available for downloading (here) . A snapshot of 
the report follows: 
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Store phone # 


Store/ Appliance Dept Manager's phone number 


Deer branded 
products in 
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Deputy Mgr Zhang Hongliang, cell: ! 50600794261 
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No 
No 
No 
No 


Suning Bcijiny 


.!bA 






010-82255558 


Small Appliance Dpi, cxt:80O4 


N< 


Gome Beijing 








010-62072505 


Small Appliance Mgr Mr Zhang, cell" 1 3522995630 


No 


Gome Beijing 








X & X tft tH & 010- 820^356 1 


Small Appliance Mgr Mr Ma t cell: 1381 18 12024 


Yes 



The report summary is as follows: 
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Overview 

o A typical store carries 7-8 small kitchen appliance brands, with biggest stores in 

any city carrying 10-12 brands, 
o The best selling brands for blenders, juicers, and soymilk makers are Midea, 

Joyoung, Supor, and occasionally Philips, 
o In 86% of stores, sales clerks salaried by manufacturers and distributors were 

available to promote their own products, 
o None of the stores have designated promotional personnel for DEER products. 
Only one Gome store had one of its own sales clerk showcasing DEER brand 
products. 

Gome 

o 19 out of 26 stores carried DEER products. 

o The average store appeared to sell no more 5 DEER products per week, 
o Some managers said they have only sold 2-3 DEER items per month, 
o Only 2 stores had DEER products prominently displayed, 
o Clerks and managers attributed weak sales to a lack of brand recognition and a 

lack of dedicated sales personnel, 
o 5 stores explicitly listed DEER as the toughest brand to sell, 
o 3 stores said they had experienced unusually high return rates with DEER. 

• Suning 

o No stores carried DEER products, but 33 out of 34 carried Mazuba brand 

appliances, for which DEER is merely one of the non-exclusive OEMs or ODMs. 

o Managers and store clerks have generally never heard of the DEER brand, with 
one exception of one store giving out DEER kettles as free gifts in the past. 

o Mazuba is not listed as a top selling brand in any category. 

o On the bottom of the price tag of each Mazuba appliance, there is a location of 
manufacturing. Mazuba products are manufactured in Foshan, Zhongshan, and 
Yangjiang. DEER only has manufacturing facilities in Yangjiang, verifying that 
DEER is not the exclusive manufacturer of Mazuba. 

o Clerks and managers attributed weak Mazuba sales to a lack of brand recognition, 
a lack of dedicated sales personnel, and uncompetitive pricing. 

o 7 stores explicitly listed Mazuba as the toughest brand to sell. 

o 1 store mentioned an unusually high return rate with Mazuba. 

Clearly the report shows terrible sales volumes, poor brand image and low quality and 
uncompetitive pricing. Alarmingly, the report clearly shows that contrary to what has been 
communicated to U.S. investors, DEER branded products are not available at Suning stores. 
DEER's Suning contract filed in an 8-K on December 4, 2009 (here) clearly states it expects to 
sell 200 million RMB of its products including "a wide variety of DEER's product lines of small 
home kitchen appliances under the 'DEER' brand for 2010 product delivery to Suning's stores". 
However, the store survey showed that DEER was merely one of the several OEMs for Suning's 
low-end private label products. Furthermore, the investor relations department of Suning 
estimated that small appliance sales for 2010 would be approximately 10 billion RMB, of which 
5.5 billion would be kitchenware. He also said that Suning's Mazuba brand appliances would 
represent only 1-2% of small appliance sales. If this is true, at best there will be 200 million 
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RMB sales, at retail prices, certainly much less than that at wholesale prices, to split between all 
Mazuba manufacturers, of which DEER is only one. DEER's contract claiming it will sell 200 
million RMB to Suning is impossible. 

In conclusion, the channel checks conclusively shows very low sell-through of DEER's products, 
that combined with DEER's ballooning receivables shows that either 1) DEER is stuffing the 
channel, which in the medium term this may lead to an accounts receivable write down or a 
significant slowdown in orders; or 2) DEER could have fabricated its sales volume to Gome and 
Suning. Furthermore the channel check confirms that DEER exaggerates its margins, since its 
products are clearly low-end and low-price. Also since Gome and Suning are not supported by 
DEER in the retail promotion (i.e. no in-store sales support) it's natural for the retailers to 
squeeze DEER on pricing of its generic brand. 

4. Improper Revenue Recognition inflates sales and accounts receivables 

The typical retail distribution model in China involves a distributor paying a manufacturer 
upfront for inventory, and then selling its inventory into retail outlets like Gome or Suning on a 
consignment basis, recognizing revenue upon the ultimate sale of products. Both manufacturers 
and distributors share in the cost for hiring sales clerks to promote products directly to 
consumers. According to distributors I interviewed, Gome and Suning is to pay vendors 60 days 
only after the product is sold at retail. DEER's DSO's with Gome and Suning appear to be more 
than 60 days. 

DEER's contracts with Suning and Gome can be found in two 8-Ks filed on December 4, 2009 
(here) and April 30, 2010 (here). Both of these agreements state that sales will be made by the 
retailers on a "commission basis". Although the channel checks have confirmed DEER sells 
directly into Gome/Suning without distributors, the language of "commission basis", in my 
opinion, indicates the consignment nature of the arrangement. Most importantly, if the sales are 
consignment, DEER's accounting practice of recognizing revenue upon shipment is improper 
given the products on the store shelves have not yet been sold. Moreover, as the channel checks 
have shown DEER products have little brand equity and are selling very slowly. As a result, 
DEER's accounts receivable continue to balloon: 
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Although the contracts permit DEER to stuff the channel, it is clear that effective sell-through of 
products is low. In the medium term this may lead to an accounts receivable write down or a 
significant slowdown in orders. Unless DEER can find more channels to stuff, its revenue 
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growth will be unsustainable. Even worse, if the nature of the relationship is proven to be a 
consignment model similar to the ones given to other competitors, DEER's revenue recognition 
policy is not allowed under U.S. GAAP and its financials will have to be restated. 

5. DEER's 2009 SAIC filing shows the business is much smaller and less profitable than 
claimed 

DEER's corporate structure disclosed by its 10K is straightforward and can be seen in the chart 
below: 



Foreign 



PRC 




Management claims that Winder is "responsible for research, production, and delivery of goods" 
and that Delta "has transferred all of its material former operations to Winder". However, the 
SAIC record of Delta filed with PRC government still reports sizeable operations in sharp 
contrast to the statement in the 10K. In fact, the SAIC record of Winder shows very minimal 
revenue and earnings. For purpose of comparing SAIC to SEC records, I combined the financial 
statements of Winder and Delta as below: 
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Winder Deer 
Electric Consumer 



Source; SAiC 10-K/A '09 

All amount in million USD 

Revenues 3 1 .603 8 1 .343 

COGS -27.020 -61.177 



Gross Profit 4.583 20/166 

Gross Margin 14.5% 24.8 a o 



Sales Expense -LS8S -3.556 

Management Exp -1,434 -2381 

Operating Income 1.261 14.230 

Operating Margin 4.0°o 17,5% 

Based on the opinion of the industry experts and competitors I surveyed, the margins and 
profitability shown in DEER's SAIC filing is much more reasonable given DEER's position in 
the industry. Based on the records, it appears DEER may have overstated its 2009 revenue and 
operating income by 2.5x and 14x. Such discrepancies should not be easily dismissed due to 
accounting differences between U.S. GAAP and Chinese standards. Investors should demand a 
thorough explanation, especially since the SAIC amounts make sense. 

As noted before, DEER's very aggressive revenue recognition is creating a large disconnect 
between DEER's reported earnings and actual cash flow as shown below: 

in $ 2007 2008 2009 9M 2010 

Net Income 3,421,592 3,356,784 12,369,062 19,323,187 

Op Cash Flow 432,890 3,037,566 384,221 1,344,182 

Difference (2,988/702) (319,218) (11,984,341} 

Free Cash Flow (1,809/178) (1,158,277) (3,920-008) r'24,695,956> 

^Free cashflow defined as Net Operating Cashflow ~ Acquisition of Plant and Property - 

Acquisition of Intang o e Assets Construction in Progress 

In summary, DEER accumulated earnings of $38.5 million since 2006 while only generating 
cash from operations of $5.2 million. Even if DEER's earnings were real, they are of a very 
poor and questionable quality. 

6. DEER misappropriated $11 million through a questionable land purchase 
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Virtually every fraudulent company I have uncovered finds ways to steal money from its U.S. 
investors. DEER appears to be no exception. In its 10Q filed on November 10th 2010 ( here ), 
DEER disclosed it purchased $22.2 million of land (use rights) for construction of a new factory 
in Wuhu City, Anhui province, stating, "We paid approximately $22.2 million in the third 
quarter of 2010 to secure the land use rights for our new factory." The amount was somehow 
aggressively inflated on its balance sheet to $ 23,158,839 under Intangible Assets as of 
September 20 10. Moreover it is insane for DEER to buy land to build a new factory when they 
still have a lot excess capacity (Existing facilities can support $320 million in revenue vs. $174 
million revenue estimated in 2010). So it was of little surprise to me to find that DEER 
exaggerated the cost of this land purchase by almost 100%. 

My legal team in China discovered the direct purchaser of the land was Deer Technology 
(Anhui) Co Ltd, one of the two new subsidiaries recently set up by DEER. A public record of 
the auction result is available ( here ) on the official website of the Chinese government's Ministry 
of Land and Resources (MLR). Contrary to the $22.2 million total cost disclosed in 10Q, the 
official government record shows Deer Technology bought the right to use a 1 5-hectare (225 Mu 
or 1 .6 million square feet) land for RMB 74.36 million or $ 1 1 .3 million, about half of the amount 
disclosed by DEER! 

In response to my query, the Wuhu Economic & Technological Development Zone (the park), 
confirmed DEER's purchase of the land. Mr. Liu ($P) in the Investment Services Department 
(&$tJJK&4 3 'fr) of the park, set forth a price of RMB 330,493 per Mu (or m, a unit area 
measure commonly used by the Chinese, 1 Mu = 0.167 acres), as implied by the $1 1.3 million 
total price, is slightly higher than the going rate but not unreasonable. After I explained to Liu 
that a similar appliance manufacturer might be interested in 200-Mu land for industrial use 
within he park, Mr. Liu quoted RMB 250,000 per Mu and verbally mentioned the possibility of 
reducing the price to RMB 150,000 per Mu, if certain conditions are met. When asked what the 
highest price the park ever sold land for similar usage, Mr. Liu said he honestly didn't remember 
they've ever priced any land as high as the 330k per Mu price I gave him. Lastly, Mr. Liu 
assured me that all land the park supplies to its new customers are "clean" land, without any kind 
of additional compensation (such as to relocate the previous occupants) required of the buyer. 
This confirms $1 1 .3 million plus some negligible amounts of deed taxes and fees are all DEER 
paid to procure the land. (Note: Mr. Liu can be reached at +86 553-5840077 for serious analysts 
who would like to further confirm land prices in the zone). 

Why did DEER report a cost of $22.2 million for a piece of land, which both the government 
record and landlord said in fact only cost DEER about $ 1 1 .3 million? Once again as I have 
shown with other companies many times before, the money was either diverted (stolen) for some 
other purpose or the cash never existed in the first place. Considering DEER's fabricated 
margins and sales volumes as well as $94 million raised by Benjamin Wey, either scenario is 
possible. 

7. Failure to disclose direct competition and other serious conflicts of interest arising from 
Chairman He's unconsolidated related party - 50Hz Electric 
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Ying He, the founder and CEO, and his brother own a separate company in Hong Kong, "50HZ 
Electric" (http://www.windelec.com/). This business is not consolidated into DEER Consumer 
Products. It is only mentioned a few times in the annual report, which notes that 50HZ 
transferred patents, IP, etc. to Winder, DEER's main operating entity in China. 

50Hz's website alarmingly makes it sound like 50Hz is the parent to two operating subsidiaries: 
DEER's own Winder Electric and another unconsolidated entity called Shenzhen De Mei Long 
(DML). 50HZ's website also states that the company is located in Shenzhen, but the company is 
actually registered in Hong Kong. A visit to 50Hz's registered address in Hong Kong found no 
evidence of the business's existence. The investigator was informed by an employee of the 
company occupying the location, that 50HZ uses their address for correspondence, but its 
operations are located in Shenzhen - at the same address as DML. Despite being presented by 
DEER as an orphaned entity, 50HZ has clearly been shipping product to the U.S. under its own 
name to the same customers as DEER as shown in the recent container data files which can be 
downloaded (here) . Below is a snapshot of the data. It is quite obvious 50HZ is still operating 
as of the most recent quarter. 
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So it is fairly clear that the CEO's other company, 50Hz, is directly engaged in the same or 
similar business competing with DEER. Investors and regulators should question why this 
serious conflict of interest was not disclosed as a risk factor as required by SEC rules. 

Likewise, the DML company is a related party owned by Xu Qiyuan (51%) and He Xianping 
(49%) with He Ying (DEER's CEO) as a registered supervisor. Given what I have discovered 
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above regarding 50Hz, investors should be wary of the possibility both 50HZ and DML could 
help DEER understate expenses or book phony revenues. 

*** 

About the Author 

Mr. Little has over 35 years investing experience having begun his career as an accountant at 
Deloitte. He spent 10 years in China, from 1994 to 2004, representing various foreign investors 
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Chinese and other high growth companies. Having built a very successful track record investing 
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Alpha. 

Official Site: http: labemp.wordpress.com/ 
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Email: littlealfred96@vahoo.com 
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In China Alfred can also be reached at +86 15900855608 
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Exhibit 2 



Deer Consumer Products: 
"DEER in the Headlights" 

Alfred Little 
Shanghai, China 
March 14 th , 2011 

Introduction 

In this detailed report, I show that Deer Consumer Products Inc., (NASDAQ: DEER), a producer 
of small kitchen appliances located in China, has substantially inflated both its sales and profit 
margins and failed to disclose direct competition from entities related to its chairman. 
Additionally, management recently announced two major land purchases at prices that are at 
least 50% above closely comparable sales that occurred in the same month on the same street. 
The timing, nature and lack of documentation and disclosure regarding these land purchases 
make it very likely DEER management misappropriated over $12 million in company funds. 
Furthermore, since the reverse-merger DEER has been a major client of Benjamin Wey's New 
York Global Group, which has been questioned by the media. I have organized my findings into 
eight sections as set forth below. 

1 . Management misappropriated over $12 million on two recent land purchases 

2. High profit margins are impossible 

3. Extensive 10-city, 60-store channel check confirms very weak domestic retail sales 

4. Questionable revenue recognition inflates sales and accounts receivables 

5. 2009 SAIC filing shows a much smaller and less profitable business 

6. Direct competition from Chairman He's unconsolidated related party - 50Uz Electric 

7. Benjamin Wey and his New York Global associates maintain substantial ownership and 
involvement 

8. Auditor Goldman Kurland & Mohidin, LLP and Audit Committee Chairman Arnold 
StalofF serve several of the same New York Global clients 

1. Management misappropriated over $12 million on two recent land purchases 

In its 10K filed on March 10th 201 1 (here), DEER disclosed it purchased 660 Mu (or ffl , a unit 
area measure commonly used by the Chinese, 1 Mu = 0.167 acres) of land (use rights), through 
two very suspicious transactions, in the Wuhu area of Anhui province, stating: 

In 2010, we entered into contracts to acquire land use rights in the Wuhu area of 
AnHui Province for approximately 439,640 square meters (660 Mu or 43.96396 
hectares) in two parcels of land at a total cost of approximately $37 million, 
including transfer taxes and other closing fees. We have received a land certificate 
covering 289,415.79 square meters (435 Mu or 28.9416 hectares) in the first parcel 
of land, on which we anticipate building a new production facility. We will receive 
another land certificate covering 150,223.81 square meters (225 Mu or 15.022381 
hectares). The public notice relating to these 15.022381 hectares is available on the 
website of PRC Ministry of Land and Resources. 
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$37 million divided by 660 Mu equals approximately $56,000 per Mu. Then multiply by the 
roughly 6.7 RMB/USD exchange rate to get an average purchase price of 375,000 RMB per 
Mu. This amount is extraordinarily high for land in this area as I will show. 

First, through my lawyer, I contacted the Wuhu Economic & Technological Development Zone 
(the Zone where the land is located) and spoke to Mr. Liu (W) in the Investment Services 

Department (S^flR^ 1 ^^) regarding the possibility of my company buying 200+ Mu of land 
to build a small appliance factory. Liu explained that there is a section of the Zone designated 
for appliance makers (including Midea and Elec-tech) and immediately quoted me RMB 250,000 
per Mu and verbally mentioned the possibility of reducing the price to RMB 150,000 per Mu, if 
certain conditions are met. Liu's prices are before transfer taxes and other closing fees. 

Not satisfied that Liu's quotations are sufficient to prove DEER inflated its land purchase price, I 
consulted an official, Mr. Xu, from the Wuhu Municipal Land & Resources Bureau. Mr. Xu that 
it is commonly known that recent average selling prices in the park of 150,000 - 200,000 per 
Mu, depending on the location. (Note: Mr. Xu's contact is private but I will share it with any 
serious analysts or investors covering DEER.) 

Comparable Sales Comparison shows DEER overpaid by 46% 

Mr. Xu referred me to the Anhui Province Land & Mining Market Portal (here) where I could 
look up recent comparable land sales in the Zone. I created a spreadsheet (download by clicking 
here) detailing 17 comparable land sales from the Portal. I calculated that 242,000 RMB per Mu 
is the average comparable land sales price. In particular, two land sales highlighted in the 
spreadsheet occurred on approximately the same dates as DEER's purchases and share the exact 
same location. The average of these two sales is only 226,000 RMB per Mu. DEER's two land 
purchases are shown on the site as costing 329,600 RMB per Mu (before transfer taxes and other 
closing fees). Compared to these two comps DEER overpaid by 46%. The spreadsheet can be 
downloaded (here). 

Furthermore, the timing, nature and lack of documentation and disclosure regarding these 
land purchases make it very likely DEER management misappropriated over $12 million in 
company funds. 

In its 2010 third quarter 10-Q filing page 17 (here) when discussing its plans to build a new 
factory in Wuhu, DEER merely disclosed: 

We paid approximately $22.2 million in the third quarter of 2010 to secure the land use 
rights for our new factory. 

That was the extent of the disclosure. No details of the date of the purchase or the size of the 
land. In its 3 rd Quarter conference call held on November 10*, 2010, DEER's head of Asia 
pacific James Chiu explained that: 
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For this year we used $22 million to buy a piece of land and we would divide the land 
into, I mean we will build the facility in a multiple phases. For the first phase we are 
going to invest roughly $15 million on the facility and if you're talking about the land that 
is being used, I should say that should be one-third of land will be used for the first 
phase. 

.••we also expecting that the total capacity of the (inaudible) completing the first 
phase will be $250 million for the additional capacity. (Emphasis added) 

According to DEER's explanation, they only need 1/3 of the land to build their new 1 .3 million 
square foot multi-story factory. Analysts and investors repeatedly questioned DEER 
management regarding the size of the land purchase. In the 1 0-K just filed, management finally 
disclosed the size of the land bought in the 3 rd quarter was 435 Mu. Therefore 1/3 of 435 Mu is 
only 145 Mu (about 1 million square feet) leaving 290 Mu unused. 

Additionally, on the November 1 th conference call management made no mention of their plan 
to buy another 225 Mu of land, which was only disclosed in the 10-K only after I questioned 
management and circulated my draft report on these issues. 

Based on management's statements, following the expected December, 201 1 completion of the 
first phase of its planned Wuhu factory, the company will own 290+225 = 515 Mu or 3.7 million 
square feet of vacant land. The first stage of the expansion will thus utilize only 22% of the land 
purchased. 

The amount of land purchased is totally illogical 

Why did DEER buy 660 Mu of land in the first place? Its existing Yangjiang facility has 
capacity to support $320 million in revenue and its first phase Wuhu expansion will add another 
$250 million in sales capacity. 

With 201 1 revenue guidance of $220 million (the high end of DEER's guidance), the capacity 
utilization rate at its existing facility will be 68.7% during 201 1, and only 38.5% of DEER's 
$570 million total capacity following its first phase Wuhu expansion. What is the point of 
DEER holding another 3.7 million square feet of vacant land? Such development zone land is 
generally required to be built-out on a strict timeline or the owner could face penalties, including 
losing the land. Additionally, such development zone land is plentiful and does not experience 
high rates of price appreciation. Thus due to the development rules such land is not suitable for 
investment. So why did DEER sink $37 million into these unnecessary land purchases at prices 
nearly 50% above the comps? 

Land purchases are undocumented and unverifiable 

One more problem with this land purchase is that despite DEER claiming in its 2010 10K that: 
We have received a land certificate covering 289,415.79 square meters (435 Mu or 
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28.9416 hectares) in the first parcel of land, on which we anticipate building a new 
production facility. 

My legal team could find no such land certificate. Nor could Mr. Xu from the Wuhu Municipal 
Land & Resources Bureau find it anywhere on their record. It is worth noting that only the 
municipal level Land & Resources Bureau has the authority to issue such a certificate. I 
challenge DEER management to produce a copy of the certificate they claimed they already 
received. Until such certificate is provided, I shall remain skeptical this 435 Mu land use rights 
purchase was properly closed and accounted for. 

Once again, as I have shown in my documentation of previous Chinese RTO frauds, a common 
way management steals from shareholders or conceals phony profits is through inflated or 
nonexistent land purchases. DEER management needs to quickly prove otherwise. 

2. High profit margins are impossible 

My survey and conversations with DEER's large, publicly listed and well-known domestic 
competitors let me conclude that DEER is merely one of numerous smaller players in the low 
end of the Chinese small kitchen appliance market. The top brands such as Midea, Joyoung, and 
Supor dominate a large chunk of the market share in DEER's product categories such as soymilk 
maker, blender, juicer and rice cookers. Outside the market leaders, the low end of the market is 
fragmented among hundreds of small, weak competitors including DEER. 

Searching on Alibaba for "juicer " and " blender" under the product category in mainland China 
yields over 4,000 and nearly 6,000 results, coming from a long list of manufacturers who 
compete with DEER. There are no barriers to entry in the low end of the domestic branded 
business, while the barrier to success (i.e. becoming the market leaders) is quite high, requiring 
large amount of capital to build a brand and years of working relationships to build a national 
distribution channel. Failure abounds, with the recent example of BBK (00225 1 .SH), a large 
Chinese player with fair amount of brand recognition that nevertheless exited the small appliance 
market due to difficulty of effectively competing against the top brands in the category (link to 
the story here). 

Yet somehow, DEER claims it generates higher profit margins than even the market leaders, 
despite DEER's very recent market entrance and very limited brand equity in this intensely 
competitive industry. 
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DEER does not break out its domestic gross margins in its filings, but according to analysts and 
investor relations, DEER boasts an unjustifiable 40%+ gross margin in the domestic business, 
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and reports operating margins 46% higher than its strongest competitor, which is over 8x 
DEER's size. With all of the major competitors being much larger publicly traded companies 
with manufacturing facilities and cost structure similar or superior to DEER, I see no validity to 
DEER's explanation of its high margins due to its purportedly lower cost base and greater 
economy of scale. In fact, I suspect DEER's competitors certainly have lower cost structures by 
having wisely established their production bases in the lower cost labor zones of the interior 
provinces of China, such as Anhui, Shandong and HubeL DEER operates its plant employing 
2000 workers in the coastal province of Guangdong that has suffered rampant wage inflation 
pressure. In its 10-K DEER further attributes its abnormally high margins to its exceptional 
"vertically integrated and automated manufacturing capabilities". DEER's automation claim is 
laughable when you review the pictures from the BMO Capital Markets' "Field Trip Slide 
Show" published on February 9th, 201 1 (link here or download here) , which show typical 
Chinese assembly-line labor-intensive manufacturing facilities. A factory manager from a 
competitor who reviewed the slide show was not impressed by DEER's automation claims. 

Joyoung and Supor, by contrast, are very strong brands in China with a lot of retail stores 
indicating them as the top selling small kitchen appliance brands, as shown in the Channel Check 
section below. As a comparison, these two competitors spend massive amounts of money 
advertising their brands to Chinese consumers and placing their own employees or sales reps in 
retail stores to promote their products. Selling & Marketing expenses consume 16% to 17% of 
their revenues. By contrast, DEER in the most recent 10-Q filing states that "Advertising costs 
for the nine months ended September 30, 2010 and 2009, were not significant." Nor did DEER 
place any promotional reps in the 60 Gome and Suning stores surveyed in the Channel Check 
section below. I conclude that it is impossible for DEER's unusually high gross margin and low 
selling expenses to exist at the same time. DEER's 20%+ operating margins simply must be 
fabricated. 

Another way to tackle this same issue is to evaluate DEER's ROI on its new manufacturing 
facility. With $22 million invested in land, another $20 million estimated for construction and 
equipment, the company believes it will generate $250 million revenue with $50 million EBIT 
(based on 20% operating margin) when the plant reaches full utilization. With a 15% tax rate, 
the after tax profit of $42.5 million can pay back the entire investment within a year alone! This 
kind of ROI isn't just suspicious; it is impossible. If this kind of profitability were true, given the 
lack of any barriers to entry, speculative capital would have long ago flooded the industry and 
further glutted the market with blenders and juicers. None of the explanations of DEER's 
margins add up. I encourage investors and analysts to seek comments on DEER's unusually 
high margins from its larger publicly traded competitors. 

3. Extensive 10-city, 60-store channel check confirms very weak domestic sales 

As of December 2010, DEER claims its products are available in 730 Suning locations (out of a 
possible 941), and 530 Gome locations (out of a possible 1,170). I engaged an independent 3 rd 
party research group in China to conduct an extensive channel-checking operation, visiting 60 
stores (26 Gome and 34 Suning) in Beijing, Qingdao, Xi'an, Chongqing, Chengdu, Shanghai, 
Xiamen, Zhengzhou, Shenzhen, and Guangzhou. In each location, the investigators were 
instructed to count the number of small kitchen appliance brands, note the prices each brand was 
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selling for, and ask the store/department managers and at least two different sales clerks a short 
list of questions about their experience selling products manufactured by DEER and its 
competitors. For purpose of verification, the investigators were also instructed to record the 
name, address, phone # of the stores, as well as the name and cell phone # of the managers they 
spoke to. The entire channel check report is available for downloading (here) . 



The report summary is as follows: 



Overview 

o A typical store carries 7-8 small kitchen appliance brands, with biggest stores in 

any city carrying 10-12 brands, 
o The best selling brands for blenders, juicers, and soymilk makers are Midea, 

Joyoung, Supor, and occasionally Philips, 
o In 86% of stores, sales clerks salaried by manufacturers and distributors were 

available to promote their own products, 
o None of the stores have designated promotional personnel for DEER products. 
Only one Gome store had one of its own sales clerk showcasing DEER brand 
products. 

Gome 

o 1 9 out of 26 stores carried DEER products. 

o The average store appeared to sell no more 5 DEER products per week, 
o Some managers said they have only sold 2-3 DEER items per month, 
o Only 2 stores had DEER products prominently displayed, 
o Clerks and managers attributed weak sales to a lack of brand recognition and a 

lack of dedicated sales personnel, 
o 5 stores explicitly listed DEER as the toughest brand to sell, 
o 3 stores said they had experienced unusually high return rates with DEER. 

• Suning 

o No stores carried DEER products, but 33 out of 34 carried Mazuba brand 

appliances, for which DEER is merely one of the non-exclusive OEMs or ODMs. 

o Managers and store clerks have generally never heard of the DEER brand, with 
one exception of one store giving out DEER ketdes as free gifts in the past. 

o Mazuba is not listed as a top selling brand in any category. 

o On the bottom of the price tag of each Mazuba appliance, there is a location of 
manufacturing. Mazuba products are manufactured in Foshan, Zhongshan, and 
Yangjiang. DEER only has manufacturing facilities in Yangjiang, verifying that 
DEER is not the exclusive manufacturer of Mazuba. 

o Clerks and managers attributed weak Mazuba sales to a lack of brand recognition, 
a lack of dedicated sales personnel, and uncompetitive pricing. 

o 7 stores explicitly listed Mazuba as the toughest brand to sell. 

o 1 store mentioned an unusually high return rate with Mazuba. 



Here are some typical comments from the store employees: 



Mr. Ma, the small appliance department manager of Gome in Ma Dian Qiao Beijing. 



the biggest Gome store in Bejing, said DEER product doesn't sell well here. They're 
hard to promote due to very few and narrow range of product selection. 

Store employee from Hua Qiang North Gome store in Shenzhen said they are able to 
sell only a couple of DEER items every month. DEER has no after-sale service 
station. In the store, DEER doesn't have its own shelf and its product were put on the 
TCL shelf. The best selling brand is Midea. 

Store manager from Pujian Road Flagship Gome store in Shanghai said they could not 
sell even 5 DEER items per day. Our investigator found out DEER products were put 
on the lowest shelf and people can barely notice them. 

Ms. Li, the small appliance manager of Gome Rengong Store in Xiamen, said her store 
had only sold out 3 electric kettles so fax since DEER products got in the store in Dec 
2010. There's very low brand recognition for the DEER brand. DEER's products 
have no special functions compared to tihe besting selling Midea, Joyoung, Supor and 
Philips products there, and need to improve in quality. 

The small appliance manager of Suning Pudong Store in Shanghai said they've never 
sold any DEER product here. A store clerk said she has heard of DEER because they 
used to give out DEER kettle as free gifts. 

Mr. Qiu, the store manager of Suning Zijing Store in Chengdu, said Mazuba branded blenders 
have a lot of quality issues and returns. It's hard to sell and the store had to do a lot of 
discounting on them. 

Clearly the report shows terrible sales volumes, poor brand image and low quality and 
uncompetitive pricing. Alarmingly, the report clearly shows that contrary to what has been 
communicated to U.S. investors, DEER branded products are not available at Suning stores. 
DEER's Suning contract filed in an 8-K on December 4, 2009 clearly states it expects to sell 200 
million RMB of its products including "a wide variety of DEER's product lines of small home 
kitchen appliances under the 'DEER' brand for 2010 product delivery to Suning's stores". 
However, the store survey showed that DEER was merely one of the several OEMs for Suning's 
low-end private label products. Furthermore, the investor relations department of Suning 
estimated that small appliance sales for 2010 would be approximately 1 billion RMB, of which 
5.5 billion would be kitchenware. He also said that Suning's Mazuba brand appliances would 
represent only 1-2% of small appliance sales. If this is true, at best there will be 200 million 
RMB sales, at retail prices, certainly much less than that at wholesale prices, to split between all 
Mazuba manufacturers, of which DEER is only one. DEER's recently filed 10-K disclosed sales 
to Song Qiao (Mazuba's Chinese name is Song Qiao) to be 13% of 2010 revenue, or 153 million 
RMB ($22.85 million at exchange rate of 6.7). This highly questionable wholesale revenue 
figure is almost 76.5% of all estimated Mazuba products sales at retail prices, which further 
indicates either significant channel stuffing or fabricated wholesale sales. It is also worth 
mentioning that Mazuba has other categories of products outside small kitchenware, including 
vacuum cleaners, shower heaters etc, that DEER does not produce. 
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In conclusion, the channel checks conclusively shows very low sell-through of DEER' s products, 
that combined with DEER's ballooning receivables shows that either 1) DEER is stuffing the 
channel, which in the medium term this may lead to an accounts receivable write down or a 
significant slowdown in orders; or 2) DEER could have fabricated its sales volume to Gome and 
Suning. Furthermore the channel check confirms that DEER exaggerates its margins, since its 
products are clearly low-end and low-price. Also since Gome and Suning are not supported by 
DEER in the retail promotion (i.e. no in-store sales support) it's natural for the retailers to 
squeeze DEER on pricing of its generic brand. 

4. Questionable Revenue Recognition inflates sales and accounts receivables 

The typical retail distribution model in China involves a distributor paying a manufacturer 
upfront for inventory, and then selling its inventory into retail outlets like Gome or Suning on a 
consignment basis, recognizing revenue upon the ultimate sale of products. Both manufacturers 
and distributors share in the cost for hiring sales clerks to promote products directly to 
consumers. According to distributors I interviewed, Gome and Suning is to pay vendors 60 days 
only after the product is sold at retail. DEER's DSO's with Gome and Suning appear to be more 
than 60 days. 

DEER's contracts with Suning and Gome can be found in two 8-Ks filed on December 4, 2009 
(here) and April 30, 2010 ftiereV Both of these agreements state that sales will be made by the 
retailers on a "commission basis". Although the channel checks have confirmed DEER sells 
directly into Gome/Suning without distributors, the language of "commission basis", in my 
opinion, indicates the consignment nature of the arrangement. Most importantly, if the sales are 
consignment, DEER's accounting practice of recognizing revenue upon shipment is improper 
given the products on the store shelves have not yet been sold. Moreover, as the channel checks 
have shown DEER products have little brand equity and are selling very slowly. As a result, 
DEER's accounts receivable and DSO's continue to balloon and according to management on the 
year-end earnings conference DEER has extended 180 day payments terms to Gome and 
Suning. According to my conversations with competitors 180 day credit terms are 
impossible. Again, I think DEER is using the 180 day payment terms as an excuse for the weak 
retail sales. 

Although the contracts permit DEER to stuff the channel, it is clear that effective sell-through of 
products is low. In the medium teim this may lead to an accounts receivable write down or a 
significant slowdown in orders. Unless DEER can find more channels to stuff, its revenue 
growth will be unsustainable. Even worse, if the nature of the relationship is proven to be a 
consignment model similar to the ones given to other competitors, DEER's revenue recognition 
policy is not allowed under U.S. GAAP and its financials will have to be restated. 

5. 2009 SAIC filing shows a much smaller and less profitable business 

DEER's corporate structure disclosed by its 10K is straightforward and can be seen in the chart 
below: 
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Delta international Ltd.; 



Management claims that Winder is "responsible for research, production, and delivery of goods" 
of the whole company (domestic and export) and that Delta "has transferred all of its material 
former operations to Winder". However, the SAIC record of Delta filed with PRC government 
still reports sizeable operations in sharp contrast to the statement in the 10K. In fact, the SAIC 
record of Winder shows very minimal revenue and earnings. For purpose of comparing SAIC to 
SEC records, I combined the financial statements of Winder and Delta as below: 
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Based on the opinion of the industry experts and competitors I surveyed, the margins and 
profitability shown in DEER's SAIC filing is much more reasonable given DEER's position in 
the industry. Based on the records, it appears DEER may have overstated its 2009 revenue and 
operating income by 2.5x and 14x, respectively. Such discrepancies should not be easily 
dismissed due to accounting differences between U.S. GAAP and Chinese standards. Investors 
should demand a thorough explanation, especially since the SAIC amounts seem quite 
reasonable. 



As noted before, DEER's very aggressive revenue recognition is creating a large disconnect 
between DEER's reported earnings and actual cash flow as shown below: 

in $ ~ 2007 2008 2009; 2010 Cumulative 

Net Income 3,421,592 3, 356, 784 7 " 12,369,062 30,349,037 49,496,475 

Op Cash Flow 432,890 3,03 7,566 384,221 li, 076,019 14,930,696 

Difference (2,988,702) (319,218) (11,984,841)" "(1^273,018) (34,565,779) 

Free Cfash Flow " (1,809,178)' "(1,158,277) (3,920,008) (45,032,741) (51,920,204) 
*Free cashflow defined as Net Operating Cashflow - Acquisition of Plant 
; and Property - Acquisition of Intangible Assets - Construction in Progress 

In summary, DEER accumulated earnings of $49.5 million since 2006 while only generating 
cash from operations of $14.9 million and producing negative free cash flow of ($51.9) million 
over the four year period and raising $94 million from the public to support this tremendous cash 
burn. Even if DEER's earnings were real, they are of a very poor and questionable quality. 
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6. Direct competition from Chairman He's unconsolidated related party - 50Hz Electric 

Ying He, the founder and CEO, and his brother own a separate company in Hong Kong, "50HZ 
Electric" (http://www.windelec.com/). This business is not consolidated into DEER Consumer 
Products. It is only mentioned a few times in the annual report, which notes that 50HZ 
transferred patents, DP, etc. to Winder, DEER's main operating entity in China. 

50Hz's website alarmingly makes it sound like 50Hz is the parent to two operating subsidiaries: 
DEER's own Winder Electric and another unconsolidated entity called Shenzhen De Mei Long 
(DML). 50HZ's website also states that the company is located in Shenzhen, but the company is 
actually registered in Hong Kong. A visit to SOHz's registered address in Hong Kong found no 
evidence of the business's existence. The investigator was informed by an employee of the 
company occupying the location, that 50HZ uses their address for correspondence, but its 
operations are located in Shenzhen - at the same address as DML. Despite being presented by 
DEER as an orphaned entity, 50HZ has clearly been shipping product to the U.S. under its own 
name to the same customers as DEER as shown in the recent container data files which can be 
downloaded (here) . Below is a snapshot of the data. It is quite obvious 50HZ is still operating 
as of the most recent quarter. 

So it appears the CEO's other company, 50Hz, is directly engaged in the same or similar 
business competing with DEER. Investors and regulators should question why this serious 
conflict of interest was not disclosed as a risk factor as required by SEC rules. 

Likewise, the DML company is a related party owned by Xu Qiyuan (51%) and He Xianping 
(49%) with He Ying (DEER's CEO) as a registered supervisor. Given what I have discovered 
above regarding 50Hz 5 investors should be wary of the possibility both 50HZ and DML could 
help DEER understate expenses or book phony revenues. 

7. Benjamin Wey and his New York Global associates maintain substantial ownership and 
involvement 

According to a press release (here), from New York Global Group's ("NYGG") Chinese 
website, with an English translation on page 3, NYGG states that it advised and raised over S94 
million in several rounds of financing in just one year for the company since its RTO. From the 
translated document: 

December 11, 2009, New York - Since June 2009 New York Global Group (NYGG), a 
Wall Street investment bank, began acting as the exclusive advisor to Guangdong Deer 
Electric Group (NASDAQ:DEER). NYGG led DEER to set the record for a Chinese 
company uplisting to NASDAQ's main board in 47 working days and then advised on 
DEER's second round financing on the NASDAQ in September, 2009 at a P/E ratio of 
26x 5 bringing the cumulative amount raised to $1 8 million. On December 10, 2009, 
NYGG help DEER to complete a third round financing at a P/E ratio of 40x, on a funding 
amount of $76 million. Since it went public in the US under the direction of NYGG, 
DEER has since completed financings amounting to $94 million in one year. 
(Emphasis added) 
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Last year when I spoke to Wey claimed he had invested over $30 million in DEER. But recently 
Wey denies his investment and association with DEER. He removed the article and pictures 
from his Chinese website. He denies control or beneficial interest in shares held by his sister 
(Sarah Tianyi Wei, holder of 2.2 million shares, 6.3%, worth about $24 million) or Ming Lee, 
both who I confirmed work in NYGG's Beijing office. 

The New York Post documented the involvement of Benjamin Wey in Bodisen Biotech (here) . 
Herb Greenberg explained Benjamin Wey's suspension from the NASD (here) . Bruce Marsh 
prepared a comprehensive summary of Benjamin Wey's history of litigation that can be 
downloaded (here) . It is definitely worth checking out. 

Why did DEER retain NYGG? In the article above, Wey answers this question when he points 
out that the $94 million NYGG raised for DEER was at multiples of 26x to 40x earnings. What 
a great deal for DEER! I am certain that no U.S. investor would ever willingly pay such a 
valuation for DEER. But, if I am correct that DEER is dramatically overstating its earnings, 
26x-40x earnings may not be far off its real valuation. 

8. Auditor Goldman Kurland & Mohidin, LLP (GKM) and Audit Committee Chairman 
Arnold Staloff serve several of the same New York Global clients 

GKM historically audited several NYGG clients, including Bodisen Biotech (BBCZ, -95% from 
its high), Agfeed Industries (FEED, -90%), Smartheat (HEAT, -78%) and most recently 
Cleantech (CTEK.PK, already -52% from its high and delisted from NASDAQ on March 1, 
201 1 for a serious disclosure violation related to a December financing). Arnold Staloff, 
DEER's audit committee chairman, is also the audit committee chairman of FEED, HEAT, and 
CTEK. Investors should be very concerned when several collapsed companies share the same 
weak auditor, audit committee chairman and stock promoter. 

DEER management has thus far refused to address any of the issues raised in this report, despite 
numerous attempts by myself and other investors to contact them. Most recently on their 2010 
annual earnings release conference call, management only answered questions from the official 
research analysts covering the company, ignoring questions from myself and other investors in 
the queue. Investors should continue to demand a detailed response to the issues raised in this 
report. 

Note: I am short DEER 



*** 

About the Author 

Mr. Little has over 35 years investing experience having begun his career as an accountant at 
Deloitte. He spent 10 years in China, from 1994 to 2004, representing various foreign investors 
including Coke, P&G, and Budweiser as they established beachheads in the world's fastest 
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growing economy. Today he lives in New York and Shanghai and spends his time researching 
Chinese and other high growth companies. Having built a very successful track record investing 
the last decade, he now shares all his investing ideas in his financial blog "Little Al's Big 
Emerging Market Picks". Mr. Little is also a leading contributor in the China sector on Seeking 
Alpha. 

Official Site: http://labemp.wordpress.com/ 

Alfred's previous reports and articles can also be found on Seeking Alpha at: 
htm://seekingalpha.coin/author/alj6red-littIe/articles 

Email: littlealfred96@vahoo.com 

Linkedin: http://wwwJiiikedin.com/pub/alfred-little/26/228/724 
In China Alfred can also be reached at +86 15900855608 
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Exhibit 3 



Deer Consumer Products: 
Was the $22.3 million land use right certificate a forgery? 



Alfred Little 
Shanghai, China 
March 18 th , 2011 

After I pointed out ( here ] the likelihood that Deer Consumer Product (NASDAQ: DEER) 
management intentionally overpaid by 50% when they purchased land use rights to 435 Mu 
(289,416 square meters) in Wuhu, management quickly responded in the 10-K filed on March 
10 th that: 

We have received a land certificate covering 289,415.79 square meters (435 Mu or 28.9416 
hectares) in the first parcel of land, on which we anticipate building a new production 
facility. 

Management, however, failed to respond to the key issue of why they paid a unit purchase price of 
RMB 330K per Mu vs. an average price of 240K per Mu from the very close comparable land use 
rights sales in the same month, at the same location, as I showed (here) in a list of 17 very 
comparable transactions. 

After the urging of Global Hunter Securities analyst Joe Giamichael, DEER management followed 
up by filing an 8-K ( here ) including a picture of the purported land use right certificate to the 435 
Mu parcel: 
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The 8-K included a translation of the certificate ( here ) and includes the certificate number 
"019711318 S" [shown above). Management certainly hoped that this incredibly realistic 
looking land use right certificate would convince Joe Giamichael and other analysts that the 
435 Mu land use rights purchase was legitimate. Giamichael followed up stating, "We are 
comfortable that the company has paid what they had claimed to have paid to the Land 
Bureau". Giamichael did not provide any assurances whether the high price DEER paid made 
sense. In fact analysts and investors should demand an immediate explanation from DEER 
management of why they overpaid by at least $12 million, in total, for the two parcels (660 
Mu). 

To find the truth, my legal team and I returned to Wuhu this week to check the authenticity of 
DEER's land use rights certificate with the Wuhu Municipal Bureau of Land & Resources (the 
"Municipal Bureau"), the only government authority allowed to issue this certificate. DEER's 
certificate is clearly stamped with the "seal" of the Municipal Bureau. The following is a 
picture of the government complex housing the Municipal Bureau: 




The Municipal Bureau has many departments, three of which Bureau staff recommended I 
visit to present the certificate for authentication. The three departments I visited were: 

1. Wuhu Municipal Bureau of Land & Resources Enforcement and Inspection 
Department (^ntM±TvM^Ii\&*M^A) - tracks and monitors the legality of 
all land transactions. 

2. Wuhu Municipal Bureau of Land & Resources Land Registry Management 
Department (^fflTUH YSMmW^M^) - administers land use rights 
certificate issuance and authentication, land survey, registration, land usage status 
and record changes 



3. Wuhu Municipal Bureau of Land & Resources Land Administrative Department (^c 
MlftMdol&MMfo&IZL) ~ coordinates the activities of all other departments 
within the Municipal Bureau 

The signs designating the offices of two of the above Municipal Bureau departments are 
shown below: 
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I recorded all conversations with the Municipal Bureau staff during both of my visits. The 
following is a summary of my findings: 

1. Incredibly, none of the Municipal Bureau officials could verify the existence of 
DEER's land use rights certificate. But neither would they prove it was a fake. 
Officials interviewed were either vague or uncertain in their responses or 
downright protective of DEER's interests in this transaction. 

2. The Record Office under the Wuhu Municipal Bureau of Land & Resources 
Enforcement and Inspection Department keeps a record of all land certificate and land 
transaction activities. Its attempt to verify the certificate # 019711318 S in the 
computerized database yielded no record. The staff at the Record Office clearly 
explained that any registered and issued land certificate has to be able to be located in 
their system, although they are hesitant to conclude this particular certificate is a 



forgery. After being questioned why the official seal of the Municipal Bureau is on 
Deer's certificate, the Record Office staff pointed me to the Land & Resources Land 
Registry Management Department. 

3. The staff at the Land Registry Management Department attempted to look up this 
certificate based on the number and likewise found no record of it The staff 
stated the same story as the Record Office earlier, that any stamped and issued 
certificate must have a record saved in their system. The staff specifically stated that 
anything that was not in their system does not exist They were, however, unwilling to 
speculate on how the official seal of the Municipal Bureau ended up on DEER's 
certificate. 

4. Not satisfied with our findings, I revisited Mr. Xu, the bureau official I mentioned in my 
previous report ( here ). Mr. Xu first thought the certificate was a legitimate copy after 
seeing it. However, once he was updated with our findings in the Record Office and 
Land Registry Management Department, he quickly pointed out a record of any 
genuine land use rights certificate must be found at the two departments I visited. 
Therefore, DEER's certificate is very suspicious. Mr. Xu did mention the only other 
possible reason for a missing record at the Municipal Bureau was that DEER's land 
transaction was originally registered at the District level Land & Resources Sub-Bureau 
of the Wuhu Economic Development Zone (the "District Sub-Bureau"). However, Mr. 
Xu clarified that for DEER to obtain the actual certificate, the District Sub-Bureau must 
have submitted all documentation to the Municipal Bureau for approval. In other 
words, if DEER's certificate is authentic, there must be a record of the issuance of the 
certificate at the Municipal Bureau. Clearly there is not Futhermore, Mr. Xu adamantly 
reiterated that DEER's claimed purchase price of 330K RMB per Mu is far above the 
150-200k per Mu prices he commonly sees in the Wuhu Economic Development Zone. 

Despite the clearly disturbing signs DEER management likely concocted a fraudulent land 
purchase to misappropriate at least $12 million of company funds, I decided to have my team 
visit the local District Sub-Bureau in the Wuhu Economic Development Zone to verify its 
findings from the Municipal Bureau. Surprisingly, my effort to verify the certificate was 
immediately blocked by the staff at the District Sub-Bureau, who claimed DEER management 
had recently demanded, as a result of my investigations, that they disallow anyone from 
obtaining information about DEER's land use rights purchases. The staff was completely 
unwilling to give me any comment on the certificate and only vaguely acknowledged DEER 
bought rights to two parcels of land. Unlike the somewhat helpful administrators at the 
Municipal Bureau, the local Sub-Bureau staff was completely uncooperative to my reasonable 
requests, with one exception. One junior staffer interviewed mentioned the average land 
price was 200,000 per Mu, again, quite similar to the price range I obtained from three other 
sources - Mr. Liu at industrial park's investment service center, Mr. Xu at the Municipal 
Bureau and most importantly the recent comparable land sales in the same zone (here). 



The following is a picture of the Investment Service Centers of the Wuhu Economic 
Development Zone, which houses the District Sub-Bureau: 




Conclusion: 

I question why DEER management would stop a legitimate attempt, even by a short-seller, to 
verify DEER's land use rights certificate? Is it a fraud? Given the repeated failure to find any 
record at the three departments of the Municipal Bureau, whose seal appears seemingly 
without authorization on DEER's land use right certificate, I remain convinced the certificate 
is a fraud. Management continues to refuse to discuss any of the issues raised in my previous 
report, nor bothered in any way to justify paying over $12 million higher than comparable 
sales. Where did the money really go? 

Note: I am short DEER 



*** 
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Mr. Little has over 35 years investing experience having begun his career as an accountant at 
Deloitte. He spent 10 years in China, from 1994 to 2004, representing various foreign 
investors including Coke, P&G, and Budweiser as they established beachheads in the world's 
fastest growing economy. Today he lives in New York and Shanghai and spends his time 
researching Chinese and other high growth companies. Having built a very successful track 



record investing the last decade, he now shares all his investing ideas in his financial blog 
"Little Al's Big Emerging Market Picks". Mr. Little is also a leading contributor in the China 
sector on Seeking Alpha. 

Official Site: http://labemp.wordpress.com/ 

Alfred's previous reports and articles can also be found on Seeking Alpha at: 
http://seekingalpha.com/author/alfred-little/articles 
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Alfred Little's Summary 

Mr. Little has over 35 years investing experience having begun his career as an accountant 
at Deloitte. He spent 10 years in China, from 1994 to 2004, representing various foreign 
investors including Coke, P&G, and Budweiser, as they established beachheads in the 
world's fastest growing economy. Today he lives in New York and Shanghai and spends his 
time researching Chinese and other high growth companies. Having a built a very successful 
track record investing the last decade, he shares his investment ideas in his blog which can 
be found on Seeking Alpha. 
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Short term investments in US listed Chinese companies 
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Robert Knuts 



From: 
Sent: 
To: 

Subject: 



Alfred Little [littlealfred96@yahoo.com] 
Monday, March 26, 2011 2:34 FM 
Robert Knuts 

Re: Deer Consumer Products, inc. v. Little, et aL; Index No. 650823/2011 



Hello Mr. Knuts, 

Please note the address on my "DEBET pieces reads Shanghai, where I reside. New York was a long time ago. 
I am afraid my time in New York since those days has only been as an occasional visitor. I prefer to keep my 
Shanghai address private, for obvious reasons. 

I do look forward to a reply from your client some day addressing the very legitimate and well-researched 
concerns and allegations I raised in my report In fact, as always I am willing to publicly withdraw any 
statements I make, though well founded and intentioned, that subsequently are proven or even possibly likely to 
be false. 

Please encourage you client to engage me rather than attack me without evidence. 

Best regards to you, 
Alfred Little 

— On Mon, 3/28/11, Robert Knuts <rknuts(a>Darkiensen.com> wrote: 
From: Robert Knuts <rknuts@,parktensen.com> 

Subject: Deer Consumer Products, Inc. v. Little, et aL; Index No. 650823/201 1 

To: littlealfred96@vahoo.com 

Date: Monday, March 28, 201 1, 4:50 PM 



I represent Deer Consumer Products, Inc. in connection with a lawsuit commenced today against you and others 
in the Supreme Court of the State of New York, County of New York. 



I write this email to arrange service of the summons and complaint. Please let me know at your earliest 
convenience the address where I should send the summons and complaint. According to your published 
information, you reside in New York. If you reside in Manhattan, I would be happy to arrange personal 
delivery of the documents today. 



If you are represented by counsel, please have your counsel contact me directly at the address and phone 
number listed below. 



Mr. Little, 



Bob 



Robert Knuts 

Park & Jensen LLP 

630 Third Avenue 

New York, New York 10017 

646 200 6330 (direct dial) 

rknuts@parkiensen,com 

This message, together with its attachments, if any, may contain information that is legally privileged and/or confidential, and is 
intended only for &e use of the individual or entity to which it is addressed. If you are not the intended recipient, you are hereby 
notified that any dissemination, distribution, or copying of this message, or of its contents, or any attachments, is strictly prohibited. If 
you have received this message in error, please notify the original sender immediately by return e-mail or by telephone at 
646.200.6330 and delete the message, along with any attachments thereto, from your computer. Thank you. 
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Photos 




Company Profile 



Corporate News 



A Market Leader in the Small Household Appliances Industry: 

Deer Consumer Products, Inc. is a NASDAQ Global Select Market listed U.S. 
company with its primary operations in China. Deer has a 1 7-year operating business 
as well as a strong balance sheet. Operated by Deer's founders and supported by 
more than 100 patents, trademarks, copyrights and approximately 2,000 staff, Deer is 
a leading provider of "DEER" branded consumer products to Chinese consumers and 
leading vertically integrated manufacturers of small home and kitchen appliances for 
global customers. DEER's product lines include series of small household and kitchen 
appliances as well as personal care products designed to make modern lifestyles 
easier and healthier. With a large brand name global clientele and a rapidly expanding 
China domestic market footprint, Deer's extensive China domestic market distribution 
channels are a direct access to China's wealthier and expanding consumer markets. 
In 2011, Deer initiated annual cash dividend payment of $0.20 per share, payable 
quarterly beginning in the first quarter of 201 1. 

$76 Million Underwritten Public Offering of Common Stock at $11 Per Share: 

Wall Street investment banks William Blair & Co. and BMP Capital Markets led and 
completed a $17 million underwritten public offering of Deer's common stock in 
December 2009. Supported by such funding, Deer has recognized rapid sales and 
earnings growth in the recent years while maintaining a strong balance sheet and 
healthy margins across its extensive product lines. Deer's growth strategy is focused 
on expanding the high margin, China domestic market sales. 

Hi Research Report: BMO Analyst DEER Factory Visit - Feb 9, 2011 

| | Research Report: GHS Analyst Visit to DEER's Acquired Land in Wuhu - 
April 11 2011 

| - | Analyst Report: GHS Analyst on DEER's Acquired Land Certificate - April 27, 
2011 

A Direct Beneficiary of China's Economic Growth and Its Expanding Middle 
Class: 

On average, each Chinese household has less than 10 small household appliances, 
compared to more 35 per household in a developed country. China's rising middle 
class and its demand for more convenient life styles provide significant growth 
opportunities for Deer's continued expansion in the Chinese domestic market. 

Extensive Global Brand Representations, Innovative and High Quality Products: 

In addition to having produced a wide range of high quality products for global brand 
name customers for more than a decade, Deer markets "DEER" branded products 
across multiple distribution channels throughout China. 

3 Year Insider Share Lockup, Total Management Commitment: 

Throughout its 16 year corporate history, Deer has been led by its original founders. 
Supported by more than 100 patents, trademarks and copyrights and approximately 
2,000 staff, Deer's entire management team and insiders have voluntarily entered into 
3 year share lockup agreements which prohibit them from selling any shares to the 
general public through at least year 2013. Deer management and insiders' vested 
interest is aligned with those of the Company's public shareholders. 

I 1 DEER Corporate PowerPoint 

Recent Corporate Updates: 



Deer Consumer Products. Inc. 
Anticipates Strong 3rd Quarter Product 
Sales, to Issue 3rd Quarter Regular 
Cash Dividend. Conducts Normal Cnurse 

of Business 

Sept 16 , 2011 

Deer Consumer Products. Inc. 
Announces Significant Developments in 
New York Litigation Ag ainst Illegal Short 
Sellers. Conducts Normal Course of 
Business and Confirms Prior Disclosures 
Sept 6 , 201 1 

Deer Consumer Products. Inn. 
Announces Record Second Quarter 201 1 
Financial Results. Declares 3rd Quarter 
Dividend of $0.05 per Share. Affirms 
2011 Financial Guidance 
Aug 9 , 2011 

Deer Consumer Products. Inc. tn Rennrt 
Record Second Quarte r 201 1 Financial 
Results on Tuesday. August 9. 2011. 
Before U.S. Market Opens 
Aug 3 , 2011 

Deer Consumer Products. Inc. Renorls 
No Negative Corporate Developments. 
Announces Granting of Subpoena Power 
by New York Court Against Illegal Short 
Sellers 
Jun 17 , 2011 

Deer Consumer Products. Inc. 
Announces Record First Quarter 2011 
Financial Results. Decl ares 2nd Quarter 
Dividend of $0.05 per Share. Affirms 
2011 Financial Guidance 
May 10 , 2011 

Deer Consumer Products. Inc. to Rennrt 
Record First Quarter 20 1 1 Financial 
Results on Tuesday Mav 10. 2011. 
Before U.S. Market Opens 



http://dcerinc.cnm/ 1 10/26/201 1 6:15:02 PM} 





• Initiated annual cash dividend payment of $0.20 per share, payable 
quarterly 

• Reported record 2010 financial results: 

Revenue grew 116% to $175.8 million, net income grew 145% to $30.3 million 

• Announced $20 million share buyback 

• Insider share lockup through 2013: insiders own approximately 50% of Deer 
Commitment to Corporate Excellence: 

• Extensive Product Lines: a broad range of small household kitchen 
appliances designed to improve at-home lifestyle and food safety. 

• Global Market Presence: Deer serves customers in more than 40 countries 
worldwide. 

• Strong R&D Capabilities: More than 75% of all products are company 
original designed (ODM) and owned by Deer. 

• Superb Product Quality: Products meet stringent international quality 
requirements in North America, Europe, Australia, South America and Asia, 
and are accepted by global brands. 

• Accountability and Transparency: Deer is in compliance with SEC filings 
and NASDAQ listing requirements. 



May 9 . 201 1 

Deer Consumer Products. Inc. Issues 
Warning Concerning Evidence of Illegal 
Short Selling of DEER Stock hv "Alfred 



Little" and Others, to Seek Sanctions 
Against The Rosen Law Firm for FjMnq a 
Frivolous "Class Action" Complaint 

May 2 , 2011 

Deer Consumer Products. Inc. to 
Showcase the Latest Product Innovations 
at the Canton Fair. Reports Strong Sales 
Momentum inQ1/2Q11 
Apr 4 , 201 1 

Deer Consumer Products. Inc. 
Announces Litigation Against Seeking 
Aloha Blogger "Alfred Little" . Affirms 201 1 
Financial Guidance and Dividend Policy 
Mar 28 , 2011 



View all Press Release 



Research Coverage 

i ' 5 GLOBAL HUNTER SECURITIES 
U" I BMP CAPITAL MARKETS 
' WILLIAM BLAIR&COMPANY 



Home | About Us | Products | Investor Relations | Corporate News | Contact Us 
Copyright ? Deer Consumer Products. Inc. 201 1 
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Little Al's Bi g Emergin g Market Picks 

Alfredlittle .com ("A*L") publishes cutting-edge long and short investment ideas and research 
focusing on companies operating and doing business in China. A*L is primarily supported by the 
efforts of analysts and investors based in China. A*L welcomes anyone to contribute articles and 
reports for publication provided they meet the site's standards. 



Anyone may contribute articles and reports for publication provided they meet 
the site's standards . To get started, email a short summary of your investment 
thesis to alfred@neomailbox.net 

Be the first to start a conversation 

Leave a Reply 

Enter your comment here... 



Contribute 




r 



Notify me of follow-up comments via email. 
Notify me of new posts via email. 

Fbst Comment I 



• About Aljfredlittle.com 

• Contact Us 

• Standards 

• Contribute 

RSS Subscribe: RSS feed 

Little Al's Big Emerging Market Picks 

Alfredlittle.com ("A*L") publishes cutting-edge long and short investment ideas and research 
focusing on companies operating and doing business in China. A*L is primarily supported by the 
efforts of analysts and investors based in China. A*L welcomes anyone to contribute articles and 
reports for publication provided they meet the site's standards. 

About Alfredlittle.com 



A*L 



Alfredlittle.com ("A*L") publishes cutting-edge long and short investment ideas 
and research focusing on companies operating and doing business in China. A*L 
is primarily supported by the efforts of analysts and investors based in China. 
A*L welcomes anyone to contribute articles and reports for publication provided 
they meet the site's standards . 

20 Responses "About Alfredlittle.com" — > 




John 



September 3. 2010 



Hi Al, 



OK, I will be the first to start a conversation. I thought your analysis of CGA on 
SeekingAlpha was tremendous news and extremely well written. I became interested in 
CGA about a year ago, and became terrified of it later when I noticed Tao Li begin to sell 
his shares in mass. Then on SeekingAlpha, another poster whom I forget now around 
Oct-Nov, posted their "history", with the beginning company I believe the name was 
Discover or Discovery Technologies or something like that, and them trying to buy 
Arby's restaurants. He said CGA was a scam. Anyway, after reading your article it was 
like finding so many missing pieces to a puzzle, and many suspicions that I have of CGA 
have been confirmed by you. I would not drop one single dollar into their stock. 

Did you notice how the CFO left also only after about a year? Ying Yang I believe is her 
name? Well, thanks for posting. I would love to establish some type of investing 
relationship in the future. I have lived in Singapore for the last 12 years. I am from the 
States originally. Singapore is by the book with little tolerance for foul play. They have 
some great companies here as well, in fact my best investment ever which is SMRT 
Corp. came from Singapore as I bought into their IPO around 2002. To be honest 
mainland Chine scares me. It is hard to risk a meaningful amount in companies that may 
be cooking the books. If CGA follows in the shadows of garbage companies, it will be 
only a matter of time before the reverse splits start, and the share issuances are done. I 
think it may be very difficult however for them to find any more private placement deals. 

Reply 

o 

littlealfred96 
September 3. 2010 

Agreed! I hope investors and analysts continue to target the shady companies like 
CGA to separate them from the good companies. This will be a long and painful 
process but is for the good of us all! 

Reply 

■fti 

Scott Paul 

October 14. 2010 



Al - nice work on China Green; it looked interesting at first blush but your due diligence 
certainly pointed to avoiding this stock! I was curious if you've looked at another 
company in the same industry: Yongye Intl (ticker: YONG)? Thank you. 

Reply 

A*L 

o 

littlealfred96 
October 15. 2010 

Thanks for the encouragement! Unfortunately I don't have any insight into 
Yongye (YONG). 

Reply 

A*L 



littlealfred96 
October 22. 2010 

There are definitely solid Chinese companies. My problem is they aren't particularly 
many and they aren't particularly cheap right now. Stay tuned, though. 



Reply 




David G 

November 1.2010 

So Al, let's cut to the chase already . . . are there any honest Chinese companies that you 
like? 

They were all certainly spanked hard over the last 6 months ... but the nation certainly 
has a future, and there will be stock winners . . . one would expect for decades. How about 
putting up lists of good ones and bad ones too, and maybe websites or writers that you 
also trust on the subject? Thanks Al ! Anyone posting the nked truth online deserves a 
medal ! 



Reply 



5. 

ccdemuth 
November 23.2010 

Your work on RINO was terrific. Have you looked at HRBN? Do they have any of the 
same characteristics (besides "auditor")? Are their State Administration of Taxation 
(SAT) and SEC numbers consistent? I think that was an excellent piece of research. Is 
there SAT filings in English? Thanks. 

Reply 

6. ^ 

bob lassiter 
April 1.2011 

hi 

how does a company as cbeh get on the nasdaq for 4 years? 
Reply 



Alfred Little 
April 4.2011 

Hi Bob. Getting listed on a major exchange such as NASDAQ involves little or 
no due diligence on the part of the exchange. Nevertheless, many institutional 
investors are only allowed to buy "listed" companies. I believe this is due to 
liquidity considerations rather than institutional belief that somehow "listing" 
means a company passed due diligence. 



Reply 



A*L 

7. 

Alfred Little 
April 18, 2011 

I am checking into HOGS, Stay tuned! 
Reply 

8. 

Alfred Little 
April 18.2011 

Very interesting. I will look into Qihoo. Maybe even worse than YOKU? 
Reply 

A*L 

9. 

Alfred Little 
April 26. 2011 

Good idea. I will look into HOGS, but there are a heck of a lot of subsidiaries. It will take 
a long time 

Reply 

10. 

claire 

May 3. 2011 

I have carefully read your site on SCEI's report. Involved in your article to the tax invoice 
is not listed (SCEI). In my opinion, SCEI the direction of development of the company 
complies with the Chinese government's "Twelfth Five- Year Plan " clean energy in the 



future there will be more long-term sustainable development. If only one-sided view of 
the problem, not against SCEI shares for the purpose of making their own profits,. 
That is to destroy a growing business. The future development of the world is looking at 
China, energy conservation is top priority. 

Reply 

11. 

Alfred Little 
May 17. 2011 

Hi Fred, 

I don't have a clue regarding the next steps for DEER or CGA. I said what I had to say. I 
don't know much about ONP but I believe they are/were a fraud too. Unfortunately you 
are correct there is litte/no recourse for U.S. shareholders. 

Reply 
A*L 

12. 

Alfred Little 
May 17. 201 1 

I have not researched them. OINK's profits look too good to be true to me. 
Reply 

i3.<rTv 

coury shen 
May 20. 2011 
Dear Sir: 

I am a reader of your research reports,and also a investor^ am appreciated that your 
research give me a lot of he!p,some Chinese company is very bad inside,but high stock 
price,I want to share some information about the Vancelnfo Technologies 
Inc.NYSE: VIT 5 this company actually can be called a "offshore software development 



company ",cause they didn't developed any software at all,they just "sell emoployees" to 
some big IT company,like IBM CHINA,HP CHINA. . .,and the clients pay Vancelnfo per 
month per person,and don't sign the employee contract straight 5 so a lot of young man 
think they work for IBM,HP, actually they more like be rented by VIT.and VIT give them 
much lower payment than in the market, and manage all the people is the main type of 
service in the company, as I know,the only software in Vancelnfo maybe just some 
HR 5 CRM software just for theirselves.VIT have nothing really work on software 
developed^ worked for IT industry for more than 10 years,and I own my small software 
developed workstudio now, I am very sure that what is really work about "software 
development company "the SINA,Tencent,is really good company,they do the really 
software developed,but Vancelnfo? It's more like a HR company just the boss have a big 
backgroud,sb.told me that he is a son of a big guy,so the Vancelnfo are "big".and i was 
surprised Vancelnfo can listed on NYSE! ! maybe they have no dare to listed in China 
stock market,it's a big joke. 

Reply 

o 

Alfred Little 
May 25. 2011 

Agreed! I will check into this. Thanks so much for the lead! 
Reply 




007 



May 27. 2011 

Have you looked at Asiainfo? 

8500 employees and 19 million in gross pp&e. If you look at their hiring trends and 
additions to PPE it makes absolutely no sense. 

They are like a magical money making machine. . . . 



Reply 



A*L 



O 

Alfredlittle.com 
June 7.2011 

Magical. But so far we hear good things about ASIA 
Reply 




David Chang 
June 8. 2011 

I congratulate on your excellent work. 

As a Chinese mainlander and certified public accountant, I can't say i have a lot of 
confidence in Chinese system. Everything can be bought at a price, including audit 
reports. Fake contracts are everywhere - to meet your sales target, no problem. Have 
your friend sign a contract at month end and reverse it out later with another contract 
from a friend. It happens every day. 

At the end of the day, wall street likes bubble anyway. Chinese knows how to play the 
game and they know there are enough fools out there who are willing to jump in. 

I know a case where reputable US investment banks in HK invested in a mainland 
company that was ready for go IPO. A whistle blowing letter came to HK Securities and 
Futures Exchange stating the company faked its sales result. One of the investment banks 
sent private investigator to the company stores and literally observed sales from distance 
for a few days. They went in later to check the sales register and the numbers did not tie 
to what they observed. One of the investment banks backed out but the others stayed on. 
They just don't care as long as they cash out. 

My point is that there are two types of foriengers - 1) just being dumb as they have no 
idea what Chinese is about. There little experience about China is probably a one-week 
trip to China ang then get giddy about China; 2) just being ignorant. Fully aware of all the 
risks but expect the next fool will be even biggar one. 

Last thing, China has changed so much in the last ten years and the income parity 
becomes so large. Morality and ethics are a thing of past. Anyone can be corrupted, 



including government officials, bank staff and auditors. If you ask Chinese, they never 
trust anyone. 

Reply 
Leave a Reply 



Enter your comment here... 



iLJ 



3 



r 



Notify me of follow-up comments via email. 
Notify me of new posts via email. 

Fbst Comment I 




